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Proposed law will likely increase SGR expenditures within the Office of Group Benefits (OGB) as a result of increased
pharmacy claim expenditures. The proposed law requires OGB to implement the following: (1) an all-inclusive $1.25 cap on
administrative fees paid to its contracted Pharmacy Benefit Manager (PBM); (2) adhere to a set reimbursement rate that
PBMs must pay pharmacies; and (3) set professional dispensing fees at a rate greater than or equal to the current LA
Medicaid dispensing fee amount. OGB estimates an increase of $31.7 M in FY 24 and a continued increase in pharmacy
claim costs in future fiscal years until the current PBM contract expires on December 31, 2027. To estimate the impact of
the proposed law on pharmacy claim expenditures, OGB contracted with its actuary to perform a re-pricing exercise on its
self-funded health plans’ PBM administrative fees, prescription drug dispensing fees, and branded prescription drug claims.
Based upon the assumptions listed below, OGB estimates the following expenditures:

OGB Expenditures     FY 2024    FY 2025    FY 2026    FY 2027    FY 2028    Total
PBM Administrative Costs ($1,625,000) ($3,247,000) ($3,243,000) ($3,239,000) ($3,234,000) ($14,588,000)
Dispensing Fee Costs $24,203,000 $48,491,000 $48,663,000 $48,835,000 $49,008,000 $219,200,000
Brand Drug Claims Costs $20,697,000 $43,413,000 $46,764,000 $49,510,000 $52,416,000 $212,800,000
Generic Drug Claims Costs ($11,610,000) ($22,603,000) ($22,287,000) ($22,897,000) ($23,526,000) ($102,923,000)
Total Expenditures $31,665,000 $66,054,000 $69,897,000 $72,209,000 $74,664,000 $314,489,000

Note: SGF appropriation will be required to cover the state portion of the increase in premium costs, which is approximately
40%.

Assumptions - (1) The current PBM contract with CVS Caremark is three years with an option for a two-year renewal. The above
estimates assume OGB will extend the three-year CVS Caremark contract for an additional 2 years. Therefore, the contract cannot extend
beyond five years, from 1/01/2023 to 12/31/2027. From 1/01/2028 to 6/30/2028, the fiscal note assumes any PBM contract will have the
same contractual terms. (2) The estimates assume that the $1.25 all-inclusive administrative fee would replace the following
administrative fees currently being charged to OGB by its PBM contractor: (a) $0.98 per claim administrative fee applies to both the
Commercial plan and Employer Group Waiver Plans (EGWP) Medicare Advantage; (b) $5.00 per member per month (PMPM) administrative
fee applies to EGWP only;                                                                                                                                 Continue on Page 2

Proposed law requires compensation for any Pharmacy Benefit Management (PBM) contract shall be limited to an
administrative fee only (the number of processed claims x a $1.25 maximum transaction fee). Proposed law does the
following: (1) prohibits the PBM from reimbursing an amount that is less than the actual acquisition cost of a covered drug,
device, or service plus the professional dispensing fee; (2) requires the PBM to reimburse at a dispensing fee equal to or
greater than the dispensing fee established by LA Dept. of Health, Medicaid program; (3) prohibits the PBM from including
the dispensing fee or taxes when calculating the actual acquisition cost; and (4) the PBM to provide OGB real-time,
unredacted, read access to view the pharmacy claims processing system and prior authorization records. Proposed law
prohibits the PBM from the following actions: (1) patient steering; (2) denying any Louisiana-licensed pharmacy or
pharmacist in good standing with the LA Board of Pharmacy the right to be a participating provider; (3) deducting sales
taxes from any reimbursement; and (4) reduction of payment under the reconciliation process.  Proposed law eff 1/01/2024.

OGB reports the proposed law will likely increase premiums by an indeterminable amount as the result of pharmacy claim expenditures
increasing under this measure. OGB must maintain an actuarially sound fund balance of $250 M. As of February 2023, the OGB fund
balance was $434 M.
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EXPENDITURE EXPLANATION Continued from Page 1
Assumptions, Continued from Page 1
(c) $0.04 PMPM clinical management fee applicable to the Commercial plan only; (d) $20 vaccine fee to EGWP only;
(e) $30 therapeutic prior authorization fee, Commercial only; (f) $100 1st level appeal fee and $500 2nd level appeal fee, Commercial
only; (g) $500 external review request fee, Commercial only. (3) The PMPM based calculations were based on plan membership of
157,841 Commercial plan members and 44,530 EGWP, total plan members of 202,371. (4) Projections are based on utilization experience
provided by OGB's prior PBM, Express Scripts, Inc., for the period of 1/1/2022 — 5/31/2022 for all population groups. (5) Utilization will
increase annually by the following amounts: (a) Commercial plan: 0.25% for non-specialty drugs and 1.0% for specialty drugs; (b) EGWP
plan: 0.5% for non-specialty drugs and 1.5% for specialty drugs. (6) Prescription drug costs will increase annually for the following trend
amounts: (a) Commercial plan: 2% for generic drugs, 5% for non-specialty brand drugs and 7.5% for specialty brand drugs; (b) EGWP
plan: 3% for generic drugs, 5.5% for non-specialty brand drugs and 8.5% for specialty brand drugs. (7) Cost estimates include specialty
drugs. (8) Actual Acquisition Cost (“AAC”) to be used for reimbursement of brang drugs equals the National Average Drug Acquisition
Costs (NADAC) Medicaid pricing. (9) If no NADAC, reimbursement is processed at the Wholesale Acquisition Cost (”WAC”) which equals the
Average Wholesale Price (“AWP”). (10) The dispensing fee established by the LA Department of Health (LDH), Medicaid program is $10.99
per prescription.

Administrative Fee Cap ($14.6 M Decrease)
The proposed law requires an all-inclusive administrative fee cap of $1.25 per processed pharmacy claim paid to the
contracted PBM.

Current PBM         Proposed Law
                           Estimates    Estimates            Difference
FY 2024 $4,454,000 $2,829,000 ($1,625,000)
FY 2025 $8,915,000 $5,668,000 ($3,247,000)
FY 2026 $8,931,000 $5,688,000 ($3,243,000)
FY 2027 $8,947,000 $5,708,000 ($3,239,000)
FY 2028 $8,963,000 $5,729,000 ($3,234,000)
Total ($14,588,000)

Dispensing Fees ($219.2 M Increase)
The proposed law prohibits OGB’s contracted PBM from reimbursing pharmacies an amount less than the sum of the
pharmacy's actual acquisition cost plus a professional dispensing fee, which shall be equal to or greater than the professional
dispensing fee established by LDH Medicaid in effect at the time of service. The current Medicaid dispensing fee is $10.99
per claim.  OGB reports the majority of its claims to include a dispensing fee of approximately $0.10 per claim.

Current PBM       Proposed Law
                        Estimates    Estimates          Difference
FY 2024 $358,000 $24,561,000 $24,203,000
FY 2025 $718,000 $49,209,000 $48,491,000
FY 2026 $722,000 $49,385,000 $48,663,000
FY 2027 $725,000 $49,560,000 $48,835,000
FY 2028 $728,000 $49,736,000 $49,008,000
Total $219,200,000

Branded Drug Claims ($212.8 M Increase)
The proposed law requires OGB’s contracted PBM to reimburse pharmacies for their actual acquisition costs and prohibits the
PBM from including professional dispensing fees or taxes in the amount. The proposed law prohibits the PBM from retaining
any portion of pharmaceutical manufacturer rebates or engaging in spread pricing. Also, the proposed law prohibits the PBM
from deducting sales taxes owed to taxing authorities from the reimbursement amount due to a pharmacy or reducing
payment to pharmacies for drugs, devices, and services under a reconciliation process.

Current PBM       Proposed Law
                        Estimates    Estimates          Difference
FY 2024 $292,586,000 $313,283,000 $20,697,000
FY 2025 $605,247,000 $648,660,000 $43,413,000
FY 2026 $647,709,000 $694,473,000 $46,764,000
FY 2027 $694,194,000 $743,704,000 $49,510,000
FY 2028 $744,280,000 $796,696,000 $52,416,000
Total $212,800,000

Generic Drug Claims ($102.9 M Decrease)
Current PBM       Proposed Law

                        Estimates    Estimates          Difference
FY 2024 $36,740,000 $25,130,000 ($11,610,000)
FY 2025 $73,584,000 $50,981,000 ($22,603,000)
FY 2026 $74,734,000 $52,447,000 ($22,287,000)
FY 2027 $76,853,000 $53,956,000 ($22,897,000)
FY 2028 $79,038,000 $55,512,000 ($23,526,000)

($102,923,000)
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